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SUMMARY 
With the escalating production cost in Hong Kong in the 
recent years, many companies, especially the light 
industries have shifted their manufacturing base from Hong 
Kong to China. 
In this report, we are going to study the feasibility of 
establishing a heavy steel fabrication factory in the 
southern part of China for an engineering company in Hong 
Kong. The feasibility study encompasses the demand 
forecast for the products to be manufactured, factory 
location selection, cost comparisons, investment form 





'cost minimization' and objective 
like personal interviews and 
questionnaires are also being employed in our study. 
Result of the study shown that Zhuhai is the most 
appropriate place for establishing the factory with the 
considerations of operation and management costs. On the 
other hand, the pr~ferred form of investment will be equity 
joint venture for this particular project. From the study, 
it also reveals the fact that this investment project is a 
profitable one for the company and it may also offer some 
intangible benefits . to the company in penetrating into the 
China market and increase its competitiveness of the 
company . in 
prosperity. 
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1.1) Economic Situation of Hong Kong 
With the rapid increasing of labour cost and land 
cost together with the severe competitions from South 
Korea, Taiwan, Singapore, some of the entrepreneurs 
in Hong Kong had already moved their operations into 
the nearby countries like China and Thailand. The 
major reason behind this move is in taking the 
advantages of low labour and land costs. However, so 
far, the above-mentioned movements are mostly related 
to light industries like garment, electronic products 
and toys. 
As far as heavy industries like steel fabrication, 
transport equipment or machinery building are 
concerned, we still cannot see any obvious 
movements[l]. One possible reason for this 
phenomenon will be the quality of labour. Because, 
for these industries, the requirement for the labour 
skill is usually very high, but the skill of the 
labour in the Asian developing countries are still 
rather low at the moment, so it seems to be the 
~iggest obstacle for such movements. 
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1.2) Economic Situation of China 
Since China implemented its 'open-door' policy in 
1978, because the rent, land and labour cost was only 
about one quarter 
entrepreneurs, as 
of Hong Kong, many Hong Kong 
a result, have shifted their 
labour-intensive production lines northward. In the 
delta area of the Pearl River alone, the investment 
from Hong Kong is more than HK$60 billion[2] and 
the total number of people being employed is close to 
two million. However, after the June 4th event in 
1989, people started to suspect about the investment 





investment plans and some have even 
development plans in China. This, 
together with the economic sanctions being imposed by 
the western countries, really cause great hesitations 
to the foreign investors in deciding the development 
plans in China.[5][7i[8] 
Nevertheless, the investment situation now in China 
seems to be90me better than when immediately after 
June 4th. Japan and the EEC countries have already 
started to trade again with China, the Asian 
Development Bank and the World Bank are now both 
willing to furnish loans to China for development. 
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again pointed out that the 'open-door' 
still be going on. This, undoubtedly 
to rebuild part of the overseas investors' 
confidence about the future investments in China. 
1.3) The Feasibility Study 
The feasibility study that we are going to carry out 
is for an engineering company which is major in steel 
fabrication and manufacture of transport equipment to 
decide whether it should move one of its existing 
factories to southern China, and if so, where should 
it be located and what sort of operation will be the 
most advantageous. 
The company under study is jointly owned by Jardine & 
Matheson Group and Cathay Pacific Airways. It 
currently employs about 700 number of employees, of 
which about 2/3 of the employees are workers and the 




located in Kowloon, Sai Kung and 
company's current business operations 
fabrication and installation of 
structural steelwork, space frames, mechanical 
supporting 
equipment, 






1.3) environmental engineering equipment and boundary 
security equipment. Right now, it starts to make an 
analysis to replace it with a factory of large scale 
in China. The company is going to close down the 
factory in Fanling ' which- is under a tenant-lease 
contract. This factory consists of a one level 
covered workshop of floor area equal to 2,000 m2 and 
open space of 4,000 m2. The major work being handled 
there are the fabrication and surface treatment of 
heavy structural steel. 





with the usual characteristics of high 
investment and long pay-back period 
heavy industries, it is very seldom 
will choose to invest in a communist 
country, such as China. Despite the above argument 
and other counter arguments such as low productivity, 
we believe that there are several unique advantages 
for the company concerned to invest in China. 
a) After 1997, Hong Kong will become part of China, 
it is not worthwhile to pay such a high premium 
for using the land in Hong Kong for only a few 
. years~ · For low profit margin business like steel 





1.4) b) It is logical to believe that land cost in China 
after 1997 especially in the Pearl River Delta 
will increase rapidly and so it is better to have 
it at a lower price now than to have it later at 
a much higher price. 
c) The cost of labour is only 1/8 that of Hong Kong. 
d) As part of the company's business is related with 
airports and transport equipment, with the 
present development plans of China, the company 
can certainly enjoy some of the benefits like 
being close to the customers, more competitive 
and flexible in pricing. 
e) Major portion of the products being manufactured 
in this proposed factory will be for export to 
Hong Kong and the Asian Pacific countries. In 
addition, certain portion of the work may be 
classified as high technology products, 
therefore, in terms of tax or other financial 
issues, the company may enjoy a certain amount of 
credits. 
Finally, to arrive at a conclusion of whether we 
should invest in building a factory in southern 




1.4) the pros 
different 
and cons of the proposed investment in 
aspects. Here we need to add that we will 
concentrate our study on various locations in the 
southern part of China instead of different part of 
China, as we lay stress- on the proximity of those 
locations to Hong Kong and as they are the most 
favoured 
be many 
locations of foreign investors, there should 
favourable reasons for investment. In 
Chapter 2 , we will outline our methodology of this 
feasibility study, 
the feasibility 




then, basing on the findings of 
study, a final report will be 




2.1) Market Demand Analysis 
In our 
investment 
study of the possibility of making an 
in China, we firstly analyze the market 
situation about the needs of the company's products 
(including Hong Kong, Macau, South East Asian 
countries and China). Forecast on the future demand 
is made basing on the qualitative analysis . 
. 2.2) Location Selection Analysis - Part I 
In the process of selecting a most suitable location 
for the company's investment, we will first identify 
as candidates several points, which should be having 
something special and favourable for foreign 
investment and existingly having certain number of 
foreign 
look 
investors. At the same time, we will have a 
general environment and the at the 




the criteria of reducing the maximum cost, 
screen out those less attractive and retain 





screening process, only the 'hard' 
the \investment environment will be 
with the assumption that the 'soft' 
factors of the investment environment of various 
locations are by and large similar. 
2.3) Location Selection Analysis - Part II 
In the ultimate location selection decision, we try 
to know more about the two points we selected from 
the preliminary screening process by going into them 
and understanding the environment. Questionnaires 
will be sent to some factories manufacturing similar 
products. Interviews with some of the foreign 
investors and officials will also be conducted to 
improve our understanding of the environment. 
Per-unit cost and profit comparison among Hong Kong 
and the two candidates will be made. 
2.4) Form of Investment Analysis 
, 
In the study, of the most suitable form of investment 
three types of investment enterprises or processing 
trade, we will collect information about the 
governing laws and the privileges given to various 
types of investment enterprises. Advantages and 
pisadvantages of various types of investment will be 
examined after interviews being made. 
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2.5) Cash Flow Analyses 
After the final choice of investment location and 
form, an estimation computation of revenue and cost 
there into the investment plan will be made. If the 
NPV and IRR are up to the expectation of the company, 
the location is finally determined and the investment 
plan will be put into action. 
2.6) Flow Chart 
The following flow chart summarizes what we are going 
to do in the feasibility study and the method we 
shall adopt in the study. 
Flow Chart of the Feasibility Study 
Market Demand Analysis 








- Per-unit Cost and 
Profit Estimation 
Comparison , 





Cash Flow Analysis 










MARKET DEMAND ANALYSIS 
3.1) Types of Product 
As mentioned earlier, the present scope of work for 
the company includes automobile engineering, design, 
fabrication and installation of structural steelwork, 
space frame, airport ground supporting equipment, 






handling systems, . solid waste 
mechanical handling equipment, 
of · industrial plants and trading of 
industrial products. 
With regard to products that need to use production 
facilities inside the workshop, the following product 
lines can be neglected in the analysis because they 
will not take up any space in this new proposed 
workshop. 
Automobile engineering 
- Erection of industrial plants 




3.2) Forecasting Methodologies 
Basically, there are four types 
available for forecasting demand[ll]. 
of techniques 
They are: 
a) Qualitative analysis 
b) Time-series analysis and projection 
c) Econometric methods 
d) Input-output analysis 
In general, it is difficult to state that one of 
these forecasting approaches is superior to the 
others. The best one for a particular task depends 
on the specific forecasting problem. Typically, the 
greater the level of sophistication, the higher is 
the cost. 
In the present problem, qualitative analysis will be 
used because the other three techniques are not 
applicable in this situation. Time-series methods 
are based on the assumption that future events will 




of economic behavior 
justify using historical 




problem, there is no past pattern for reference and 




3.2) Econometric methods of forecasting require the user 
to make explicit assumptions about the linkages among 




industry like the company concerned, 
it may be possible to indicate a causal 
between some of the variables and the 
demand, there is no explicit relationship regarding 
the magnitude of change. 
Input-output analysis traces the intricate chain 
reaction through all industrial sectors and measures 
the effects, both direct and indirect, on the output 
of each of the affected industries. In .Hong Kong, we 
do not have such data and so it is again not 
applicable. 
The method adopted in the qualitative analysis for 
this project is by conducting surveys. The surveys 
include gathering information from the government 
statistics and reports, trade magazines, newspaper 
and related publications. The above mentioned 
product lines Will be analyzed one by one later. 




company currently supply solid waste 
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3.3) handling equipment like refuse chutes, compactors, 




projects. The demand for these 
of new high rise 
amount of refuse 
on the number 
built and the 
generated per year and the government expenditure on 
solid waste handling. According to the 'Waste 
Disposal Plan for Hong Kong' prepared by the 
Environment Protection Department of the Hong Kong 
Government[12] , Hong Kong's waste arisings 
currently amount to nearly 22,500 tonnes per day in 
1989 and based on past trends and future projections, 
it is anticipated · that daily waste arisings in Hong 
Kong will continue to increase such that by the year 
2001, they will amount to approximately 30,000 tonnes 
per day which represent about a growth rate of 2.4% 
per year. In addition, according to this report, 
there . will be another seven refuse transfer stations 
being built from 1991 to 2001 which will be roughly 
about one station per 
revenue 
station. 
from that is 
year and our estimated sales 
about HK$15 million per 
from Hong 
magazines, 
Moreover with reference to the statistics 
Kong Government[l] and the trade 
the number of flats or units with consent 
to commence work has been stagnated between the range 
of ·54,000 - 70,000 units and this figure is supposed 
to be valid until year 2000. From these figures, the 
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3.3) growth of the business turnover for that particular 
product line for the Hong Kong market will be about 
5-10% per annum. 
Airport equipment is one of the core businesses for 
the company. Besides the HK$127 billion airport 
project at Chek Lap Kok, new Macau airport and 
Shenzhen airport are just a few examples in the 
nearby territories. Further to that, the Eighth Five 
Year Plan for China[13] has stressed the importance 
of upgrading the airport equipment in China. The 
plans include Capital Airport Extension Project (RMB 
1 billion), Shanghai airport (RMB 100 million), Wuhan 





Lhasa airport (RMB 268 million), Xian 
(RMB 351 millions), in addition to these 
there are six other airport projects being 
forward from the Seventh Five Year Plan. 
Besides that, there will be four new airport projects 
under evaluation in the coming five years. 
Therefore, we can see that the potential of the 
airport equipm~nt is really optimistic. 
As far as structural steelwork, space frame 
construction and mechanical handling equipment are 
concerned, they are largely depending on the 
development of the infrastructures and investment 
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3.3) in production facilities. With the large capital 
expenditure that the Hong Kong Government is going to 
spend in the next 7-10 years for the airport and sea 
port development project, it is likely that the 
supporting industries like the structural steelwork 
and mechanical handling equipment will also have 
definite advantages. Especially starting from 1993 
onwards, when the civil works are being carried out, 
the demand will definitely be booming. 
Apart from Hong Kong and China, Macau has achieved a 
double-digit increase in GNP in the last two years 
and there were many large investments .being made by 
overseas and local entrepreneurs. According to our 
personal interview with the director of Finance 
Department in Macau, Mr E Lemos, the growth in GNP 




Besides that, the company is also actively 
the export of the company's products to the 
Pacific countries. According to our 
preliminary survey (trade information from the Hong 
Kong Trade D~velopment Council and interviews with 
the senior staff from companies in those countries), 
the key determinants for securing the market are 
competitive prices with reasonably good quality. For 
details, please refer to Appendix (I). " Therefore, if 




3.3) opening a new factory in China, then it is likely the 
company's products can also be sold in those 
countries. 
, 
In view of the above qualitative analyses, we can see 





products is existing and in fact 
This, together with the booming market 
and Macau, makes it even better off. 
if the quality and price are both 
competitive, the demand will even further increase 
and we forecast that with the above future demands, 
the annual sales will grow at about 10% per annum in 
the next 10 years, whilst the growth in production 
volume will grow at about 14% per annum, because of 
the possible competition from domestic suppliers 
which may drive the profit margin down. So there is 
a difference in the growth of sales and production. 
The 10% growth of sales per annum is derived from the 
increase in sales of airport equipment in China and 
the increase in sales revenue derived from the Macau 
market in the next 5 years. This also assume that 
the sales volume derived from the Hong Kong market 
will maintain at the level of year 1990 for the next 
5 years. For the remaining 5 years, we trust that 
the . Asian countries market will grow at about 5% per 










about 5% per annum. 
. 
. 
for the new airport and port 
and the infrastructure projects, 
Hong Kong market will amount to 
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CHAPTER 4 
PRELIMINARY SELECTION OF LOCATION 
4.1) Background 
Due to its close proximity to Hong Kong, its 







same language used with Hong 
its invariable belief in 
continuing the open-door policy, we have decided 
that South Eastern China is more appropriate for 
our investment. So, our attention will be focused 
on the choice among several cities or economic 
zones in China which we believe are the better 
location for foreign investors. 




a look at the general 
infrastructures of each 
arbitrarily chosen points, and then basing on the 
criteria of reducing the maximum cost, we will 
screen out those less attractive. In this 
preliminary screening process, our attention will 
be on the difference of the 'hard' environment, 
while both hard and soft environment will be 
attended to when two remaining candidates are later 
'made comparison of. 
- 18 -
4.1) There are six places we have selected to make 
comparison, they are Shenzhen, Huichow, Shantou, 
Guangzhou, Zhuhai and Hainan (For the geographic 
locations, see Appendix II). As they are either 
special economic 
set-up developing 
zone, -or coastal city, or newly 
zones, we do not see any big 
difference in their economic preferential schemes 
for foreign investors, so we are going to look at 
them in three aspects: the general environment, 
installations and traffic. 
4.2) Shenzhen Special Economic ZOne[10] 
4.2.1) General Environment 
... 
The Shenzhen Special Economic Zone (SEZ) was set up 
as early as 1979 and has an area of 327.5 km 2 and a 
population of more than a million. It locates at 
south eastern part 'of Guangzhou, and is the closest 
to Hong Kong among those coastal cities. Various 
industrial districts or science and technology 
centres wer~ deveioped in the districts of Shekou, 
Shanghu, Baguoling, Huajiao Town, Nantau, Futian 
and Shatonjiao. There are several other towns 
nearby the SEZ also attracts quite a lot of foreign 






Shenzhen SEZ is equipped with advanced 
communication and media link. Yet the higher 
charges and the shortage -of power render threats to 
the investors. So, concentrating efforts in the 
construction of the region's power, water supplies 
and telecommunications are important for its 
further development. The planned construction of 
facilities including more intra-city telephone 
services, Shenzhen-Canton optic cable, pager system 
of Zhujiang Delta and small-coaxial cable telephone 
facilities is now also speeded up so as to reduce 
the aggravated problems caused by increasing use of 
telecommunication facilities. 
4.2.3) Traffic 
Shenzhen SEZ has developed an extensive 
transportation network. Guangzhou-Kowloon Railway 
and Guangzhou-Shenzhen Railway have long been 
opened to traffic ~ Various berths capable of 
handling vessels under 25,000 tons has been built. 
Zhuhai-Shenzhen-Hong Kong highway is underway and a 
nearby airport at Huangtian is now under 
construction. Yet with the expansion in population 




- 4.2.3} investors, heavy traffic makes the present 
transportation facilities incapable to meet the 
need. 
Therefore, the construction of Shenzhen Airport, 
Yautain Harbour, Mana Harbour, Shenguang Highway 
and so on are to speed up. 
4.3} Huichow[2] 
4.3.1) General Environment 
4.3.2) 
Huichow is a newly favoured location for foreign 
investors, which situates very closely to Shenzhen, 
but a bit far away from Hong Kong. It has an area 
of 11,200 km2, the size of which is incomparable by 
Hong Kong and Shenzhen. The population there is 
about 2 million. As its emerging as a more popular 
place of investment is recent, many of the 
supporting facilities are still under construction. 
Installations 
Huichow city now 
infra-structures to 
region and economy. 
stresses the construction of 
lead the development of the 




4.3.2) electricity and water. In Daim Au region, there is 
a 110,000 kw electricity supply station. Another 








telecommunication, telephone system in Huichow has 
improved quite a lot, and there will be further 
50,000 more programmable exchanges set up in the 
future. Also land supply will be increased as it 
is now levelling a hill and connecting an island is 
at work in Autou. 
4.3.3) Traffic 
... 
For the sea traffic, since Huichow has a good gulf 
with 8 to 10 meters deepness that 100 to 200 berths 
for above 10,000 dwt vessels can be berthed, it 
helps solve the traffic problem faced on land. 
Despite this, Huichow is now stressing the need for 
improving the roads and highways nearby Dongjiang 
and Saizhijiang. Moreover, the Guang-shen-shan 
railway will have Huichow as one of the major 
stations. The construction of the highway from 
Shenzhen to Huichow is also under close 
supervision. 
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4.4) Shantou SEZ[16] 
4.4.1) General Environment 
4.4.2) 
Since , 1981, the Shantou SEZ has been developed into 
a comprehensive economic region with industry as 
the mainpost. It locates in the east and south 
suburb of the Shantou city and covers a small area 
of only 52.6 km 2 • It can be divided into two 
subzones: Longhu and Guangao. There is an 
abundance of labour force because of the dense 
population of the whole Shantou city. Hence, there 
is little problem for foreign investors to hire 
labour to their factories in the SEZ. 
Installations 
The Shantou network now supplies power at an 
installed capacity of over 450,000 KW. For 
telecommunication, 'Shantou is equipped with all 
kinds of modern telecommunication facilities such 
as telex and fax networks and a microwave 
communication - system as well as a telephone 
exchange system at an installed capacity of 19,000 
ports. Road, water, power supply and 
telecommunication are sufficient for the developed 
area. Also other 
recreational grounds, 
facilities such as hotel, 
shopping arcadej clinics and 




Now there is a cargo wharf composed of 3 berths for 
vessels up to 5,000 dwt and 2 berths for those up 
to 3,000 dwt in the Shantou port. Since it is only 
a shallow port, a deep-water wharf is badly 
needed. Luckily right now, Shantou port is under 
reconstruction so that the wharf can be built for 
heavier vessels to anchor. 
The Shantou airport with its various home and 
overseas flights makes it a convenient place 
despite its distance from Hong Kong. In addition, 
there is an express way connecting Shantou and 
Shenzhen which help shorten the distance between 
Hong Kong and Shantou. But still, the more lengthy 
time required for transportation is a question. 
4.5) Guangzhou - Guangzhou Economic & 
Technology Developing Zone [15] [17] 
4.5.1) General Environment 
The Guangz~ou Economic & Technology Developing 
Zone, which is 88 nautical miles from Hong Kong, 
situates in the east of Huangpu district, east 
suburb of Guangzhou. It lies at the crossing of 
the principal channel of the Pearl River and the 





4.5.1} an area of 58 km 2 and is going to be built as a 
modernized, research and production combined, new 
industrial zone by the way of absorbing foreign 
capital, introducing advanced technology, advanced 
management experience and training for qualified 
person. It begins to develop in 1984 and has 
attracted a lot of foreign investors. 
4.5.2) Installations 
At present, the developing zone has a certain 
foundation of utility already. Both water and 
power supplies are enough for use. For it is 
enclosed by various rivers, high volume of water is 
available for power generation. There is a 
Huangpu Power Plant with a designed capacity of 
500,000 kw, and it is going to expand to 1.1 
million kw to meet the needs of the first stage 
development of the zone. 
4.5.3} Traffic 
Although the developing zone is newly established, 
Guangzhou has been a big city long in history. So 
the communication condition is also fair in the 
development zone. The Guangzhou-Shenzhen highway 




4.5.3) urban area by Zhongshan highway and Huangpu 
Avenue. In the north of the developing zone, there 
runs Guangzhou-Shenzhen railway, while in the east 
of the zone, there lies the biggest sea port in 
South China the Huangpu port, which has the 
handling capacity of 16 million MT per year. The 
Huangpu new port in the developing zone has 8 
berths which can berth ships of 20,000 dwt. There 
exists various container quays help to meet the 
containerized shipments. Now the new port is going 
to be further enlarged so as to handle larger 
volume of cargo due to further development in the 
future. 
4.6) Hainan (SEZ)[17] 
4.6.1) General Environment 
Hainan is China's ~econd largest island and has an 
area of 34,000 km2. It is rich in natural 
resources and agricultural products, and attracts 
tourists. The population in Hainan now is more 
than 6.2 million. It locates at the south - most 
of China. Since its inclusion into a province and 
special economic zone in 1988, the development of 
Hainan in every aspect has been speeded up. People 
living there have their living standard raised due 
'to the economic reform and openness. 
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4.6.2) Installations 
In communication facilities, now most of the island 
. has telecommunicated in microwave. In electricity 
and water supply, there has been a large plan for 
development of a power supply plant which supplies 
up to 1.3 million kw in 1995. In these few years, 
several power stations as well as water supply 
engineering projects will begin to produce 
consecutively. 
4.6.3) Traffic 
With three main roads connecting various cities and 
countries in Hainan, they are not large enough to 
accommodate the heavy traffic brought forth by the 
economic construction, but now there is a 
superhighway built ·to solve the problem. As Hainan 
is an island, there are a lot of gulfs along the 
coastal line. Out of the 68 ports, there are more 
than 16 ports built for business use. Now there is 
harbour in Xishuibu which has berths capable of 
accommodating vessels up to 20,000 dwt. In 
addition, there are two airports in Hainan that 




4.7) Zhuhai - the West Economic Developing District[14] 
Because of the central policy of enforcing the 
construction of basic industry, raw material 
industry, transportation and energy, the government 
of Zhuhai decided to extend westward and stress on 
the development work of the west district at the 
end of 1989. The development of the west district 
is a strategic step protecting the long-term 
economic prosperity of Zhuhai and the whole South 
China. For investors, this district provides 
favourable conditions, as there are several degrees 
for economic development in the west district, 
which may enjoy different preferential policies and 
treatments including those of SEZ's, Chinese 
coastal open cities' and those of economic open 
area in the Pearl River Delta. 
4.7.1} General Environment ' 
Lying in the immediate west of Zhuhai special 
economic zo~e, which is comparable to Shenzhen in 
economic development, the west district's 
programming area includes 3 towns (Sanzao, Nanshui 
and Xiaolin), 3 farms, one village and 4 pieces of 
cUltivation. The total area is 577.4 km 2 and the 
population of the district is 80,000. However, the 
'supply of labour is sufficient, for there is 
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4.7.1) a large population clustering around the Delta 
River areas. It . is just 45 nautical miles from 
Hong Kong and 11 nautical miles from Macau. 
4.7.2) Installations 
There are a series of large programmes under 
construction at present. A seashore modern city 
and a picturesque golden beach will be built for 
increasing its attractiveness in providing a sound 
environment for foreign investors, a 1.2 million kW 
thermal power station will be built. The 
telecommunication building begun inSanzao is to 
put in use 500 program-controlled telephones, and 
even more number of telephones in the future. The 
Pingang water supply project will be able to solve 
the water supply problem for the west district, the 
east district and even Hong Kong. 
4 • 7 • 3 ) Tr a f f i c 
The west di,strict stress 
harbour which covers 82 
developing a deep-water 
km 2 water face, with 
handling capacity of 38 million tons a year and 
being able to berth ships of 100,000 dwt at Gaolan 
Island, where a railway through Jiangmen, Fushan to 
Guangzhou is built. To link up the Zhuhai city and 
'Gaolan port, a 54 km express way is constructed. 
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4.7.3} The given up Sarzao Airport has already been 
repaired and it is going to be enlarged into a 
large-sized civil aviation airport to meet the 
projected heavy traffic in the future. 
4.8} First-round Conclusion 
Since cost effectiveness is our prime concern in 
our investment inside China, we first will rule out 
the Hainan SEZ although it has its investment 
environment improved quite a lot in these two 
years, since transportation cost will be very high 
for import and export of materials, equipment, and 
finished goods. In addition, very high opportunity 
cost will incur for our management to run a factory 
too far away from Hong Kong, because our managerial 
resources can be put into a more productive way 
than in travelling between the two working places. 
Shantou is the second farthest from Hong Kong among 
the candidates chosen by us. The transportation 
less important than the Hainan 







Guangdong Province. Yet the scarcity of land for 
development is a problem. 




Therefore, it is also 
4.8) Huichow, though nearer to Hong Kong than Huinan and 
Shantou, is only a newly developing area. 
Infra-structures there are still far lagging behind 
from that of the SEZs, while it is not situated 
nearby one of them. -For this, Huichow is not 
considered. 
Guangzhou Economic and Technology Developing zone 
is quite close to west district of Zhuhai in two 
aspects. They are both newly developing zones and 
they are both having large developed cities, that 
is, Guangzhou Municipality and Zhuhai Municipality 
as the backlog. The distance of the two zones from 
Hong Kong is nearly the same. Yet the former one 
is less attractive in that it has less land for 
development than west district. 
In addition, sea transportation in Guangzhou is 
less convenient, for the depth of the harbours is 
not comparable with that of Zhuhai. Henceforth, 
the west district of Zhuhai is more preferred than 
Guangzhou. 
As a result, Shenzhen, which is the closest Chinese 
region to Hong Kong, and which is the most 
developed amongst the SEZs and coastal economic 




4.8) extension of the Zhuhai SEZ and which enjoys even 
more favourable conditions for further development, 
are selected preliminarily for further analysis, 
' more detailed comparison of the investment 
environment between these two locations will be 
made later after our description of the choice 
among various forms of investment. 




locations for the 
analysis of the six 
new steel factory is 
prepared as below for reference. From this table, 
we have adopted the two favourable locations, 




TABLE ·' 1 
A COMPARATIVE ANALYSIS OF THE POSSIBLE LOCATIONS FOR A 
STEEL FABRICATION FACTORY IN SOUTH CHINA · 
~ General Installation Traffic Overall Condition Environment Assessment 
Location 
Shenzhen Favourable Favourable Very Favourable 
Favourable 
Huichow Fair Unfavourable Fair Unfavourable 
Shantou Fair Favourable Unfavourable Fair 
Guangzhou Fair Fair Fair Fair 
.Hainan Fair Unfavourable Unfavourable Unfavourable 





FORMS OF INVESTMENT 
5.1) Background 
Compensation trade, equity joint venture, contractual 
joint venture, joint exploration and exploitation and 
wholly foreign owned enterprise are now possible for 
foreigners to participate in China. These five modes 
of acti vi ti-es are the common forms of foreign 
investment in China. Chinese in Hong Kong, Macau and 
overseas enjoy the same status as foreigners when 
taking part in these businesses. 
5.2) Compensation Trade 
In the strictest sense, compensation trade is a form 
of international trade based on credit. Payment is 
in kind not ~y foreign exchange. Foreign partners 
often provide production equipment or patented 
technology to the Chinese for the latter's production 
purposes. 




5.2) and interests can be made in two ways: by direct or 
indirect product. ,Compensation by direct product 
involves payment to foreign partners of products 
manufactured by the imported equipment or 
technology. In case the products produced with the 
equipment provided by the foreign partners are not 
dealt in or the equipment provided does not produce 
tangible products, compensation can be made by 
indirect products of the same value through 
negotiation. 
Compensation trade does not involve direct capital 
tie-up between China and the foreign partner. The 
Chinese partner and his foreign counterpart are two 
separate legal entities. Each is responsible for his 







tax in China and does not 
management of the Chinese 
form of investment, supply of labour, 
management and factory building are usually coming 
from China. The goods manufactured will be shipped 
to the foreign partners. The value-added service 
provided by China will be considered as payment. The 
cost . of the equipment or the patent fee will be paid 




5.2) not suitable for the company's present plan because 
the company is planning to have its own factory and 
equipment and work on a long term basis (over 10 
years) and so this form of investment will not be 
considered. 
5.3) Joint Exploration and Exploitation 
This is mainly operative for the exploration and 
exploitation of offshore oil and coal resources. 
Foreign and Chinese partners, each a legal party of 
its own, come to an agreement and contract for their 
respective duties and rights. With regard to the 
present scope of businesses, there is nothing related 
to offshore oil and coal resources and so this form 
of investment is not appropriate at all. 









and ~hinese ' partners intending to co-operate 
equity joint venture need first to form a 
company which has to be approved by the 
government. According to 'The law of the 
Republic of China on Joint Venture Using 
and Foreign Investment' which was promulgated 
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5.4) on 8 
limited 
right 
July 1979 and revised on 4 April 1990, the new 
company is ,a legal enterprise in its own 
and is jointly owned by the foreign and Chinese 
partners. 
usually not 
The share ratio of the foreign partner is 
less than 25% of the equity. Paid-up 
capital can be in cash or in kind - factory building~ 
machinery and equipment, right of use of land, 
patented technology, know-how or industrial property 
rights. Duration of co-operation varies from trade 
to trade. In general, equity joint ventures in heavy 
industry are allowed a co-operation period of 20 
years, however, if both parties want to extend the 
co-operation period, they should submit their 





the Law, the number of directors in the 
board should be agreed by both 
The nomination of chairman and 
vice-chairman of the board should be decided by both 
parties, should one party's representative become the 
chairman, the ., other 'party's representative will then 
become the vice-chairman. Disputes arising may be 
referred to an arbitral body agreed upon by both 
parties. 




5.4) by the two partners, according to the share ratio 
after deducting tax , and making provisions for the 
three types of reserves as are required by the Law. 
At present, joint ventures scheduled for 10 or more 
years of co-operation in China can be exempted from 
profit tax for the first two years and are allowed 
profit tax at half rate for the three profit-making 
years that follow. Joint ventures will enjoy a tax 
rebate of 40% of tax paid if they re-invest their 
profit in China. 
Products produced by joint venture are mainly meant 
for export, however, it is also possible for the 
products to be sold to the domestic market if the 
need arises. 
5.5) Contractual Joint Venture 
Formation of a limited company with a separate legal 
identity from the foreign and Chinese partners is not 
necessary. ~nstead ; an agreement stipulating the 
right and duties of both sides of the co-operating 
parties is a must. In general, the foreign partner 
provides funds, equipment and technology while the 
Chinese side provides land, factory premises, labour 






5.5) in general the same as is outlined for equity joint 
venture. Management is usually by the Chinese 
partner. Profits are shared at an agreed ratio which 
may be in the form of products manufactured or cash. 
If a limited company is formed for the contractual 
joint venture concerned, taxation details are the 
same as those for equity joint venture. If no 
separate legal entity is created, the foreign~ 
enterprise is to be assessed at a progressive rate 
from 20 per cent to 40 per cent for the part in 
excess of a specific amount of taxable income. In 
the latter case, profit remitted out of China is 
again not taxable. 
At the end 
stipulated 
contractual 
of the contract, if, unless specifically 
in the contract, the assets of the 
joint venture will become the property of 
the Chinese partner. 
5.6) Wholly Foreign , Qwned Enterprise 
Wholly foreign owned enterprise, if approved by the 
Chinese government, can, according to the law, obtain 
a legal identity in China. All the paid up capital, 
form of investment, management, profit , and loss are 
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5.6) totally responsible by the foreign investor or the 
company. 
Foreign enterprises can also apply to the government 
for exemption or reduction of tax. This applies to 
foreign enterprises located in all the Special 
Economic Zone and the fourteen coastal cities. 
According to the Chinese law, foreign enterprises can 
remit their legitimate profit, other incomes and 
capital to overseas. Regarding foreign exchange 
balance problem, the foreign investors have to handle 
the issue by themselves. If the foreign exchange 
balance problem was created by the sales of products 
to the domestic market, then the organization which 
has approved such sales of the foreign enterprises 
will have to take care of the problem. 
5.7) Comparisons of the Three Forms of Investment 
The obvious a~vanta~e of the wholly owned enterprise 
concept is that the foreign investor can operate the 
business independently, which can also eliminate the 
possible conflicts 
regarding operation, 
of profit or loss, 
arising from the two parties 
ratio of paid-up ' capital, share 
etc. As a result of that, the 
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5.7) efficiency of 
However, with 
investor must 
and it may 
penetrating 
complexity in 
the operation may tend to be higher. 
this ,form of investment, the foreign 
have enough capital for its operation 
lose the support of the local partner in 
the domestic · market or increase the 
applying for government preferential 
terms. Moreover, the local partner will be much more 
familiar with the rules or regulations that will 
affect the operation of the company and without their 
involvement, this part of work may possibly reduce 
the efficiency of the operation. 
The disadvantages of the wholly owned form of 
investment can basically be resolved by adopting the 
equity joint venture or contractual joint venture 
forms of investment. However, these two forms also 
have their own possible disadvantages that may result 
from selecting the ~~ong Chinese partner. The major 
difference between equity joint venture and 
contractual joint venture is that equity joint 
venture investment is generally adopted for larger 
investment, high technology and the period of 
cooperation is long, whilst the contractual joint 
venture is more flexible and is mostly for shorter 
time .frame co-operation. 
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5.8) Final Selection of Investment Form 
According to the corporate case examples from Nigel 
Campell[18], the logic behind China's encouragement 
of joint ventures is that the foreign partners put up 
enough equity in hard currency to cover the foreign 
exchange requirements of the initial investment; 
subsequent foreign exchange requirements being met 
out of earnings from exports, which the Chinese like 
to have the foreign parts to arrange. This simple 
model can work well where the foreign investor is 
going to use the cheap Chinese labour to manufacture 
products for a known market or where import 
substitution results in a saving of foreign exchange, 
which the Chinese side is willing to allocate to the 
joint venture. From this, we can see that the 
company's 
points. 
present criteria do satisfy the above 
In addition, we can also have a look at the 
statistics of the foreign investments in China. Up 
to the 
foreign 
end of June 1988, the 
investment was US$24.88 
amount of approved 
billion and the 
number of approved new firms with foreign investment 
was 12,161. Among these new firms, 6,003 were equity 
joint venture, 5,837 were contractual joint venture, 
274 were wholly owned and the balance 47 were joint 
exptoration. It reveals the fact that equity joint 
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5.8) venture and contractual joint venture are the most 
popular forms of investment and this also match with 
" our findings from the questionnaire. 
In fact, our interviews with some of the investors in 
China show that the more appropriate investment type 
for long term investment is equity joint-venture 
because this investment form usually receive the 
greatest support from the Chinese Government, As a 
result, with respect to the company's intention of 
long term commitment and co-operation policy with 
China, it is therefore appropriate for the company to 
adopt the equity joint venture investment form. 
However, it is important that the company should 
select the right partner who really has the right 
knowledge about the business, willingness to 
co-operate and the channels to promote the company's 
products in the domestic market. A table showing all 
the arguments for ' using equity joint venture 
















Advantages of Equity Joint Venture 
a) Supports of Chinese Partner in sales 
promotion 
b) Make use of possible connections from 
the Chinese Partner 
a) Preferential tax scheme 
a) Products can be sold back to the 
domestic market 
a) Operate as a separate legal entity in 
China 
b) At the end of the co-operation, assets 
of the equity joint venture will not 
become the property of the Chinese 
Government 
c) Dealings with the local authorities 
can be handled by the Chinese Partner 
d) Subject to approval, the foreign 
participant can be contracted for 
operating the equity joint venture 
enterprise 
a) The requirement for initial capital 
outlay can be lowered 
a) S~itable for long term investment 
(over 10 years) 
7) Support from a) Equity joint venture usually receive 
Government more support from the Chinese 






COST ANALYSIS AND CASH FLOW ANALYSIS 
Introduction of Cost Analysis 
Though we have screened out Shenzhen and Zhuhai as 
the most probable place for our setting up of 
factory after taking into consideration of their 
hard investment environment, assuming the 'soft' 
factors of investment environment makes little 
difference among the special economic zones and 
those newly open areas, there is a further need to 
look into the cost-effectiveness of such investment 
in China. 
6.1.1) Per Unit Gross Profit Comparison 
First we will compute the data collected and make 
some estimation over the unit sales price and the 
unit cost, Which include both the explicit and 
implicit 
Zhuhai 
costs. We shall compare among Shenzhen, 
and Hong Kong over the per unit (metric ton) 
gross profit, with the extra cost, incurred because 
of the company's extra management time and effort 
, in Hong Kong, added to that of the factory so that 
~e can make the administrative and selling expenses 
in Hong . Kong constant in our contrast. Let's take 
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6.1.1) a look at the accounts and related notes below. 










Factory Labour (c) 






Consumable Stores (f) 
Royalty Fees 





Repairs & Maintenance 
(j) 
Sundry Expenses (~) 
Staff Transportation 
(1) 








for H.K. Staff 
r 
- 44 ~ 
In H.K. Dollars 
H.K. (a) Zhuhai Shenzhen 
20,000 20,000 20,000 
5,000 5,000 5,000 
6,500 783 935 
597 173 268 
113 93 101 
272 272 272 
163 230 285 
70 70 70 
237 280 280 
14 29 29 
583 373 408 
188 300 300 
57 68 78 
- 167 135 
- 257 315 
- 75 94 
- 36 50 
- 450 450 
6.1.1) (cont'd) 
In H.K. Dollars 
Particulars 
H.K. (a) Zhuhai Shenzhen 
Less: Other Special 
Expenses (p) - 167 167 
, 
Insurance for 
. Shipping Out Goods · - 17 17 
Implicit Cost (q) - 850 1,200 
Gross Profit: 6,206 10,310 9,546 
6.1.2} Notes to Account: 
(a) Per Unit Cost 
The figures for Hong Kong are based on the 
company's existing factory in Hong Kong. 
After dividing by the aggregate total 
production of 2,000 metric tons in a year, we 
can get the unitized figure. The same 
calculation is done to the figures of Zhuhai 
and Shenzhen. 
(b) Sales Revenue 
. 
. 
The sales revenue is calculated based on the 
average current market price instead of 
transfer price for the products even though 
all the finished products will be sold back to 
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6.1.2) (b) the parent company · at a lower price, as we 
assume that the factory in China will bear an 
appropriate portion of selling expenses to 
cover that discrepancy. 
(c) Factory Labour 
i) Factory labour costs are lower in Zhuhai 
and Shenzhen than Hong Kong. 
ii) The average cost for Hong Kong labour is 
comparatively higher than some other 
industries because it requires skilled 
labour. 
iii) The labour cost includes the wages, 
allowance, overtime pay, SEZ subsidize, 
bonus, housing allowance and social 
employment security fee. 
iv) According to the Administrative and 
Service Centre of Foreign Investment, the 
labour cost in Zhuhai is about HK$450 and 
Shenzhen HK$550 per month respectively. 
v) Th~ number of workers in Hong Kong is 
180, while Zhuhai and Shenzhen is 360. 
(d) Rent & Rates 




6.1.2) (d) but the size of the land in Shenzhen and 
Zhuhai will be 10,000 m2 because more bulky 
items will be manufactured there and the 
amount need to be paid is $440,000 per year in 
Zhuhai and $700,000 in Shenzhen respectively. 
(e) Depreciation on Workshop Building 
All factory buildings need to be built by the 
company and the cost includes improvement. 
The period for depreciation is counted as 10 
years. 
(f) Consumable Stores 
Consumable stores is exhausted proportional to 
the proficiency of the labour. Higher cost in 
Shenzhen is due to higher replacement cost 
there. 
(g) Water & Electricity 
Per unit cost of electricity is about 30% 






covers the marine/land 





as the general 
insurances for the safety of employees in 
China. 
(i) Workshop Supervisory Cost 
Supervisory cost is less heavier in China, for 
some of the factory heads and quality 
controller can be hired there at lower cost. 
(j) Repairs & Maintenance 
Repairs and maintenance of equipment is high 
in China for the lack of technicians as well 
as rough use of machining and equipment. 
(k) Sundry Expenses 
Sundry expenses include the stationeries, 
medical expenses and so on. 
(1) Staff Transportation 
. 
. 
i) From (1) to (q), the costs are incurred 
in China only. 
ii) There will be 25 technical as well as 
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6.1.2) ' (1) managerial staff planned to travel frequently 
to and from Zhuhai or Shenzhen. 
(m) Material and Product Transportation 
According to the estimation from the 
transportation companies, the charges for 
transportation to Zhuhai is $125 and Shenzhen 
$150 per metric ton. 
(n) Accommodation Building Depreciation 
A building for residential use will be built 
to accommodate the planned 25 travelling Hong 
Kong staff. 
time. 
It will amortize in 10 years' 
(o) Labour Accommodation Allowance 
There is no labour accommodation allowance 
needed in giving workers in Hong Kong. Yet in 
Zhuhai or Shenzhen, as most of the labour are 
from other provinces, accommodation should be 
provided. 
(p) Other Special Allowances 
. 
. 
Other special expenses include some courtesy 
gifts given to the officials and banquets. 
49 
6.1.2) (q) Implicit Cost 
Implicit cost includes the time cost in the 




Kong, wh~re it -is .near to most buyers, on 
job training time (learning time) given to 
factory staff and the time and effort of 
the management in Hong Kong used in remote 
control. 
potential 
The inability to meet contracts and 
risk of losing contract due to 
slackness or incompetence of the factory 
supervisors or workers may all constitute the 
implicit cost. 
6.1.3) Conclusion 
From the above, we can see that investment in China 
is more cost effective than the existing production 
in Hong Kong, in spite of various unfavourable 
factors that we have put into the implicit cost. 
For investment in Hong Kong, we can get 
6,206/20,000 = 31.03% gross profit ratio per metric 
ton of sal~s, while in Shenzhen we can get about 
9,546/20,000 = 47.73% and in Zhuhai, 10,310/20,000 
= 51.55% gross profit ratio. And in the choice 
between Shenzhen and Zhuhai, it is of course more 
attractive investing in Zhuhai as they can provide 




6.1.4) Results from Questionnaires (For Form of 
Questionnaires, See Appendix Ill) 
By looking at the attractiveness of the hard 
environment in Zhuhai, and the seemingly lucrative 
business that the company can run, Zhuhai seems to 
be the better place for our investment. In order 
to reinforce some of the somewhat subjective 
estimation over the investment environment, form of 
investment and some of the implicit costs, we have 
made five number of interviews with government 
officals and senior staff of two joint venture 
companies in Zhuhai. Regarding the result of the 
100 questionnaires sent out, we received 40 
questionnaires back and the survey result indicates 
that Zhuhai would be a better location in running a 
good business than Shenzhen. The figures from 
similar companies reveal the following facts: 
Zhuhai Shenzhen 
Description (%) (%) 
*VG *G *S *F *p *VG *G *S *F *p 
1) Supply of skilled 0 10 70 20 0 0 10 60 40 0 
labour 
2) Labour productivity 0 10 70 20 0 0 10 60 30 0 
3) Abilities of labour 
in handling more 
complicated task 0 0 20 ,70 0 0 0 10 90 0 
4) Condition of 
electricity supply 0 70 30 0 0 0 10 60 20 10 
Remarks: *VG - Very good 
* G - Good 
* S - Satisfactory 
* F Fair 











6) Condition of other 
utilities supply 
7) Production cost being 
saved as compare 
with the cost in H.K. 
8) Local workers get· on 
with the senior staff 
from H.K. 
9) Efficiency of the 
municipal government 
10) Supply of accommodation 
for the staff 
11) Extent of support 
received from the 
municipal government 
12) Usefulness of support-
ing industries 
13) Efficiency of the 
financial system 
14) Labour turnover rate 
15) Degree of interferences 
suffered 
Remarks: *VG - Very good 
* G - Good 
* S - Satisfactory 
* F Fair 
* P - Poor 
*VL Very low 
*. L Low 
* M - Medium 
* H - High 



















*S *F *p *VG *G *S *F *p 
20 0 0 10 60 30 0 0 
90 0 0 0 10 80 10 0 
70 0 0 0 20 70 10 0 
20 0 0 0 70 20 10 0 
90 10 0 o· 0 90 10 0 
80 20 0 0 10 70 20 0 
50 0 0 0 30 60 10 0 
40 0 0 0 20 60 20 0 
40 0 0 0 40 60 0 0 
*M *H *VH *VL *L *M *H *VH 
80 0 0 0 10 80 10 0 
10 0 0 0 10 70 20 0 
6.2) 
6.2.1) 
Cash Flow Analysis 
The above section contrasts the estimated per unit 
revenue and cost of the three areas and we can see 
clearly that Zhuhai seems to be more cost 
effective for our investment. The relative 
calculations by unit are based on the regular 
production of 2,000 metric ton per year, while the 
undulated production situation for set-up period 
is deliberately ignored for simplicity in making 
comparison. This deliberation has done no harm, 
for at the moment whether the investment plan will 
be effective or not can hardly be predicted. This 
prediction will be rested on the following 
section, which deal with the 
the coming 10 
projection of the 
years after the cash flow in 





future cash flow into present value and 
the investment outlays from it, if we 
a positive net present value, then the 
can be said to be effective and the 
plan will then be put into action. 
Investment Reguirements 
Now let's first look at the estimated investment 
requirements for the project as the following 
table (The investment is assumed to be made from 




6.2.1) Table 3 
Estimated Investment Requirements 
1994 
Ca~ital Investment 1992 1993 U:Q To 2001 Total 
(HK$) (HK$) (HK$) (HK$) 
Ca~ital 
1) Covered Workshop for 3,500,000 0 0 3,500,000 
4,000 m2 
2) Accommodation 1,500,000 0 0 1,500,000 
Building Area for 
1,000 m2 
3} Machinery Equipment: 
i) 1 unit of 45MT 1,000,000 0 0 1,000,000 
mobile crane 
ii) 1 unit of 200MT 1,000,000 0 0 1,000,000 
press 
iii) 2 units of band 1,500,000 0 0 1,500,000 
saw 
4) Other Process 1,250,000 1,250,000 0 2,500,000 
Equipment 
5) Vehicles 500,000 500,000 0 1,000,000 
10,250,000 1,750,000 0 12,000,000 
Net Working Capital 2,000,000 5,000,000 0 7,000,000 
Total Investment 12,250,000 6,750,000 0 19,000,000 
---------- --------- ----------
---------- --------- --- ----------
Here, we need to mention two assumptions: 
i) From 1994 on, all the current assets and 
current liabilities are balanced off, leaving 
the net working capital for these 8 years as 
zero, and no recovery of working capital 





ii) The working life for all the buildings, 
machinery equipment, process equipment and 
which are assumed to be lasting up to 2001, 
once again no salvage value for the fixed 
assets is assumed. 
In order to get the present value of the 
investment outlay, its totality of $19,000,000 in 
nominal dollars should be discounted by an 
. appropriate cost of capital, or the minimum 
required rate of return, which is assumed here to 
be an annual rate of 12%. Algebraically, we have 
got the discounted value as: 
n 
Pv = I I 
i=l 




(1 + K)1 
present value 
investment outlay 
cost of capital 
number of year 
= $12,250,000 1.12 + $6,750,000 
= $10,937,500 + $5,381,059 
= $16,318, 55,9 
-----------
-----------
Cash Flow Estimation 
1.122 
The following table shows the series of income and 
expenses statements with the expected net cash 
\ flow shown for our computation of the present 
value. (See Table 4) 
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6.2.3) Notes to Cash Flow Analysis Table: 
a) i) The net sales revenue in the first three 
years are projected to be less than that 
of the years thereafter, as only 70%, 80% 
and 90% of the -regular output by the same 
factory are expected for the years 1992, 
1993 and 1994 respectively. In other 
words, there will be less than full 
capacity in the production for the initial 
three years. 
ii) Despite i), the firm will foresee its 
production grow in the second and third 
year because 
production 
there will be improvement in 
efficiency due to repeated 
'learning' and 'experiencing'. 
iii} The production level will be assumed to 
keep consiant after the third year, for 1} 
our assumption that identical basic 
technology was used in production, 2) the 
lik~ly happening in China of such incident 
as high turnover rate stalling the regular 
production and cancelling out the 
efficiency in improved production. 
iv} As the price of the steel fabricated 
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6.2.3} a} iv} product is assumed to be adjusted upward 
by 10% each year due to sales growth and 
inflationary force, there is no wonder 




The nominal cost will rise at 14% per 
annum because of inflation assumable. 
Since we assume the price of the product 
is the market 
fact that the 
selling price, despite the 
company will sell back to 
its own company in Hong Kong at a lower 
price, before selling to buyers, there is 
a need for the factory to include part of 
the actual selling and administration 
expenses incurred in Hong Kong. 
ii) From the ·past record, the total selling 
and administrative expenses is about 30% 
of the net sales revenue. Hence our 
calculation will make use of such rate. 
d) i) In computing the taxable income, the 
implicit cost, though no company is 
allowed to insert it into their financial 
accounting reports for tax assessment, is 
here included because they are relevant 
cost for our estimation of the cash flow. 
. 
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, 
6.2.3) d) ii) Foreign investments in Zhuhai enjoy tax 
benefits by: 1) Free of tax payment for 
first two years since net profit appears, 
2) Half - of the tax needs to be paid for 
the following three years thereafter, 3) 
Income tax rate is 15%, just half of the 
usual tax rate charged on the enterprises 
in China, 4) No other tax payment is 
required to pay to the local or municipal 
government because of government 
exemption. 
e) Though depreciations are treated as cost 
in tax assessment, we shall add them back 
to the net income in order to calculate 
the actual cash flow. 
6.3) Net Present Value Analysis 
From Table 4, we have worked out the cash flow of 
the project for the next 10 years. To see whether 
the proposed project will result in a positive net 
present value (NPV) or not, we have to perform the 
following calculations using the NPV formula. 
10 












- Ct ------ (6.1) 
net cash flow in year t 
year number 
cost of capital (discount factor) 
project's investment outlay 
Substitute the value of 
(6.1) with i = 12%, we get 
Table 4 into equation 
~ 58 -
6.3) NPV = $950,000 + 3,277,000 + 5,638,000 + 8,644,000 
(1+12%) (1.12) 2 (1.12)3 (1.12)4 
+ 8,373,000 + 7,343,000 + 6,735,000 + 5,890,000 
(1.12)~ (1.12}6 (1.12)7 (1.12)8 




To calculate the Internal Rate of Return for the 
project, we have to equate NPV to zero and solve 
for the IRR ki. 
10 
NPV = I 
t=l 
NCFt - Ct = ° (l+ki}t 
After calculation, we find out that it is about 
25.5% which is a rather satisfactory figure when 
comparing with the cost of capital of 12% and so 
we can classify this project as a feasible one. 
If the project is approved by the top management, 
the investment plan will be put into action. In 
the procedures for setting up a joint venture 
project in China, we have summarized the relative 












































































































































































































































































































































































































































































































































above studies, we 
that Zhuhai will 
build its factory 
have finally arrived at the 
be the best place for the 
with regard to economic 
considerations. As far as investment form is concerned, 
with the objective of a long term investment, equity joint 
venture turns out to be most appropriate form. 
From the cash flow analysis section, we have found out that 
this investment project has a net present value (NPV) of 
HK$13,166,368 and the internal rate of return of about 
25.5%. These findings did prove that this investment 
project is viable and the work following this report will 
be the drafting of proposal to top management for approval, 
after that, the actual planning of the factory layout, 
manpower planning and negotiation with the Zhuhai municipal 
government will commence. 
In the above analysis, the major emphasis is being put on 
the quantitative considerations, and not much has been 
covered about the qualitative parts. In fact, some of 
these qualitative factors will positively enhance the 





the senior officials in the municipal 




parties and fair ways 
also important factors 
of distribution of 
that may affect the 
actual outcome of the investment. 
There are two other common problem areas encountered by 
foreign manufacturing companies in China: the poor quality 
and unreliable output level. From our personal interviews 
with some of the successful companies, it seems important 
that strict quality control must be exercised to guarantee 
the quality of the output and a suitable incentive scheme 
must be adopted to motivate the workers to achieve the 
target output stipulated by the management. The last but 
not the least is the fact that regular trainings should be 
given to them to make sure that they can have the necessary 
skill and knowledge about the work that they are expected 
to perform. 
Finally, to ensure the success of this new venture, 
management should from time to time review the operating 





problems such as electrical power 
supporting facilities and labour 
disputes which may occur with the operation. If all the 
above points can be handled properly, the chance of the 








I N DON E S I A· 
General Economic Situation 
Trade liberalization measures implemented in recent years have 
inevitably stimulated Indonesia's demand for imports, which 
increased by 20% in value terms in 1989. Imports have largely 
been confined to capital and industrial goods while consumer 
goods have accounted for 4-5% of the total. 
With continued industrialization and rapid increase in foreign 
and domestic investment in the country, Hong Kong's export to 
Indonesia will likely remain concentrated in machineries and 
semi-manufactures. 
Finding the right connection is the most important factor in 
doing business with Indonesia. For exporter of machinery and 
industrial supplies, it is best for them to approach the trading 
companies in Jakarta directly. 
Though largely an agricultural country, Indonesia has made 
significant progress in recent years in developing a modern 
infrasturcture and an industrial base to faciliate the 
exploitation and processing of its abundant resources. The role 
of the industrial sector in exports has been increasing. 
Indonesia government participation in the nation's economic 
activities, including importing, retailing, remain extensive. 
Foreign investors have been drawn to Indonesia due to stable 
political government; large and inexpensive labour force 
(unskilled labour's wages at around US$400/year), and abundant 
natural resources. --
Main problems currently faced by the nation include the highly 
skewed distribution of income and wealth, unemployment (some 2.5 
million people enter the labour force every year), huge external 
debt, and inflation. 
Indonesia manufacturing and marketing activities are 
concentrated in Java (60%). 
Indonesia's import market increased by 7% mainly comprised 
products that are needed for the country's industrialization ie 
machinery and other capital goods; semi-manufactures and crude 
materials. 
Import Policy 
Indonesia employs a protective trade policy, imposing high 
import tariffs and various taxes. However, the government is 
gradually liberalizing its import policy. 
Importers operating in Indonesia are required to have an import 
licence to become eligible as authorized importers. Imports for 
non-commercial purposes can be made without a licence provided 
approval is obtained from the Department of Trade. Companies 
without an import licence will need to utilize an import agent. 
Since October 1968, only Indonesia nationals are eligible to be 
authorized importers, though certain established foreign firms 
engaged in products in Indonesia are permitted to import 
machinery, equipment and raw materials for their own projects. 
Quota restrictions are imposed on some imports, eg certain types 
of motor vehicles, carpets, jute bags, and glass sheets. 
Normally, imported products have to go through inspection. In 
order to reduce bureaucratic obstacles, the Indonesian 
government has employed the Societe General de Surveillance 
(SGS, are of the world's leading import inspection companies) to 
perform the duty according to international standards. Through 
this company's worldwide network, comprehensive inspections are 
carried out in the country of origin. 
There are 3 taxes on imports, namely, import duties, value added 
tax, luxury sales taxes. 
Import duties are applied mainly ad valorem on CIF value and 
assessed under the Harmonized System (HS). Tariffs are high and 
on non-essential items and goods competing with locally produced 
ones ranging from 0-100% (as high as 225%). 
Concession to joint venture - full exemption from import duties 
for most equipment and raw materials. 
Capital goods are exempt from VAT (10%). 
Marketing 
For exporters of machinery and industrial supplies, it is best 
to approach the trading companies in Jakarta directly. 
Sucess very much depends on personal connections. To handle 
complicated import regulations and red tapes in government 
offices, finding the right connection and partner is crucial. 
Appointing an agent with good reputation and track record is 
always the most effective way in selling directly to Indonesia. 
Machinery and industrial supplies are usually imported through 
agents, who, with distribution networks in major cities like 
Jakarta, Bandung and Surabaya, can provide after-sales 
services. Sometimes they are also involved in advertising and 
promotion activities eg organizing of exhibition. 
Singapore has been using as an Entrepot partly due to custom 
delay. Also, transporting cargoes (by air or by ship) directly 
from Hong Kong to Jakarta may take a longer time than routing 
through Singapore; it is also more costly. 
T H A I L AND 
General Economic Situation 
The biggest growth sector in 1989 was again contruction. The 
combination of demand for housing across all strata of Thailand 
society, the need for new hotels .and office towers, and 
government's continuing infrastructural development programmes 
stimulated the sector to about 20% growth for the year. 
More than 200 residental projects were announced early 1989. By 
the end of the year, projects for more than 5,000 tourist 
class-and-above hotels rooms, and dozens of office towers had 
also been announced. Given the restrictions on building 
materials capacity, shortage of skilled labour, experienced 
construction companies and the number of piling constracts, it 
was clear that not even half of this could possibly be in place 
in 1992. 
Although a moderate economic slow down is expected for 1991, the 
Thai economy is fundamentally strong. This rise in its per 
capita income (currently at US$1,200) and its continual 
liberization has created new demands. 
Due to Thailand's hardworking labour force, low wages, an 
investment incentive programme, a pro-business economic policy 
and political stability, the nation has attracted substantial 
inflow of foreign investment. 
Imports have concentrated in capital goods, raw materials and 
semi-manufactures totalling 92% of US$25.7 billion (+29%). 
Traditionally, Thailand has an inward-looking policy that 
protects its domestic market from competing with imports. 
Import barriers are in form of import licensing, high tariff and 
taxes. Import tariffs are generally lower for raw materials and 
capital goods (10-40%). 
Thai government has indicated its intention to liberalize 
imports. Barriers have been reduced in 9/90. The government 
lower the import duty on certain types of machinery from 20-60 
to a flat rate of 5%. 
Availability of cheap labour - US$90/month. 
Growth industries included processed food, construction 
materials, transport equipment, and household electrical 
products. 
Nevertheless, the rapid expansion of Thailand's economy has 
imposed severe strains on its infrastructure, mainly caused by 
over-concentration of industrial and trade activities arounrl the 
capital city of Bangkok. With about 10% of the nation's 
population, Bangkok handles over 90% of its total trade. This 
has created serious bottlenecks in transportation and 
communication system, thus forming a major constraint for 
economic development. 
Another problem for Thailand economy is the acute shortage of 
professional staff and skilled labour such as engineers and 
mid-level managers. The tight labour market has meant that 
companies have to pay considerably more to retain staff. Public 
sector wages increase 15% and minimum wages increase 15% to 
US$3.5 per day. 
Rise in inflation exceeds 7% (1990) due to rocketing land 
prices, shortage of construction materials, and higher food 
prices and wages. 
About 40% of the imports is capital goods; raw materials and 
intermediate goods account for 35%. 
Major import items are machinery and mechanical appliances, 
mineral fuels, electrical machinery and equipment, articles of 
iron and steel, and organic chemicals. 
Major sources of import are Japan and the US which respectively 
accounted for 30% and 11% of Thailands imports in 89. Japan has 
been very successful in selling both cpaital and consumer goods 
to Thailand. 
Import Licensing Controls 
Import licenses are required for 75 categories of goods. The 
importation of such goods requires an application to relevant 
government agencies for approval. Import licenses are usually 
. issued for a certain period of time. 
Customs, Tariffs and other Charges 
Tariff rates for raw materials and capitals range from 10 to 
40%. Most duties are ad valorem, calculated by weight or by 
volume (or the higher of the two). In addition, imports are 
also subject to business tax (9%) and minicipal tax (10% of 
business tax). Where duty is paid in cash, a 2% discount is 
given. 
Machinery and materials imported for industrial use, when 
approved by the Board of Investment, may be exempted from duty 
or subject to a preferential rat~. 
Liberalization of imports and foreign exchange market. Thai 
government is going to reduce import barriers gradually. 
During the second quarter of 90, the Thai government announced a 
series of liberalization measures with respect to the foreign 
exchange market. It removed practically all restrictions on the 
international payments and transfers on the current account. 
Marketing 
. Bangkok is tne distribution centre housing nearly mostly of the 
importers~ agents, wholesalers and retailers. 
In marketing foreign products in Thailand, its unique social and 
cultural characteristics must be considered. Labelling and 
. instruc~ions should cbe in Thai languages . . 
. 
. 
M A LAY S I A 
General Economic Situation 
Hong Kong's domestic export to Malaysia comprise mainly 
semi-manufactures and industrial goods. 
Malaysian government has increased emphasis on infrasturcture 
(shown in 89-90 budget). Develo~ment expenditure is up 18% and 
much of the increase has been earmarked for the removal of the 
bottlenecks in the transportation system. 
The construction sector will soon be the fastest growing area in 
the Malaysian economy. The infrastructural development, coupled 
with an upsurge in demand for new factories and housing and the 
rapid appreciation in the value of commercial property in Kuala 
Lumpur (up 100% in less than 12 months), has tripled growth in 
construction to 8.5% in 1989. 
Malaysia's tariff structure is rather sei~ctive in its 
application, with protection for certain industries. In the 
cases where local production is low or non-existent eg watches, 
the tariff can be exempted. The government has been gradually 
lowering its tariff barrier. 
At the same time, the prospects for Hong Kong machineries and 
semi-manufactures export to the country should continue to be 
good in the coming years as both foreign and local investment 
. activities are expected to remain buoyant. 
Marketing 
Malaysia is multi-cultural. Efficiency is often emphasized. 
Malaysia's imports are mainly handled by either the large 
trading groups, mostly with a diverse range of business 
activities or the small but flexible traders. 
Import Tariff and Other Taxes 
Malaysia's custom tariff is based on the Harmonized Commodity 
Description and Coding System (HS) of classification. Duties, 
generally assessed on a CIF basis, range from zero to 100% ad 
valorem, but few items a~e subject to charges of more than 
50%. Machinery are often admitted duty-free and a standard 2% 
rate applies to almost all imported raw materials and 
components. Preferential duties on some products are given to 
ASEAN member countries (ie Singapore, Thailand, Indonesia, 
Philippines and Brunei). 
A 5% surtax (applicable only to imports) plus a 10% sales 
(applicabl~ to both imported and domestic goods) is levied on 
the CIF value of most imports. However, these charges may be 
reduced for machinery and raw materials imported for industrial 
purposes. The main products exempted include most food items, 




SIN GAP 0 R E 
General Economic Situation 
Imports grew by 29% to reach 88.2 billion. The broad-based 
growth in Singapore manufacturing activities spurred large 
increases in imports of electronic components, electrical 
circuit apparatus, plastic materials and iron and steel. 
Imports of non-oil primary commodities for re-export also 
increased significantly in responses to strong global demand. 
The construction sector turned around in 1989 to grow by 3% 
after 4 1/2 years of decline. The improved performance was 
mainly attributable to the buoyant demand in the property market 
and general optimism about business prospects, which were 
reflected in the high occupany rates and rentals in most 
categories of property during the year. 
Although Singapore is being dragged down by the sluggish US 
performance, its slide is being cushioned by the strong regional 
growth in Malaysian, Thai and Indonesian economies. 
Singapore had a good year in 89 with a 9.2% growth in GDP 
largely because of high growth in investments and strong 
domestic demand. In first half of 1990, growth rate slowed down 
to 8.4% due to Middle East crisis. 
In March 1990, the government announced an expansionary budget 
for fiscal year 90/91 with reduced income tax for individuals 
and corporate tax for companies. This will further stimulate 
domestic demand. 
Imports advanced by 22% during January to June 1990. They 
mainly consisted of machinery and transport equipment, mineral 
fuels, manufactured goods, and chemicals. 
In cooperation with Malaysia and Indonesia, Singapore agreed to 
a plan of establishing a "growth triangle" in its vicinity ie 
the Jobore State and Batam Island. The goal is to divert the 
manufacturing, and to a lesser extent tourism and financial 
activities, to these areas while using Singapore's 
infrastructure and professional skills. Both government and 
private sectors will be ,involved'. 
Labour Shortage 
In confronting the problem of labour shortage, Singapore imports 
a large number of foreign workers, particularly from Malaysia 
which contributed 10% of the total 1.2 labour force. 
Import Policy 
Singapore adopts a free trade policy and imposes no quota 
restriction,s; most goods may be imported free of duty 
. 
. 
Solid Waste Disposal 
Cleansing and refuse removal services are provided by the 
Environmental Health Department (EHD) of the ministry. The EHD 
operates a fleet of 229 refuse collection vehicles. Households 
pay a refuse removal fee of $5 a month while non-domestic 
premises are charged according to the volume of refuse 
generated. The department also provides a bulky waste removal 
services from domestic premises for a nominal fee. 
In 1989, an average of 5,420 tonnes of refuse were removed daily 
by the department and private refuse collectors for disposal. 
50.7% of the refuse were generated from domestic premises. 
The Public Work Department 
The Public Work Department (PWD) is responsible for the 
development and management of government buildings and 
infrastructural facilities, for example, public buildings, 
roads, flyovers and expressways. It also controls building 
projects in the private sector. It's the government's 
consultant for engineering, architectural and quantity 
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SHATIN . NT· HONG KONG· TEL.: ()'6952111 • TELEGRAM • SINOVERSITY TELEX • 50301 CUHK HX • 
FAX • (852) 0-6954234 
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Faculty of Business Administration 
~1:.W~{j}f~.m~ 
. Student Research Projects 
Dear Sir/Madam, 






1 st March 1991 
We are a couple of. students from the Three-year MEA programme of the 
Chinese University of Hong Kong. As part of the requirements for the 
programme, we have to carry out a business research project, which is the 
"Feasibili ty study of Estab lishing a Heavy Steel Fabrication Factory in the 
Southern part a'f China." 
In order ~o confirm our findings on the investment environment of 
Shenzhen and Zhuhai Special Economic Zone, we would like to request you to 
take ten to fifteen minutes of your valuable time to complete the questionnaire 
enclosed. 
Thank you very much in advance for your kind support. Should you have 
any queries of suggestions, please kindly contact us (Angus Cheung at 
7671118 or Royal Tarn at 7396683) at any time convenient to you. 
Yours faithfully 
Angus Cheung and Royal Tarn 
Final year students of the Three-year MEA 
Program of the Chinese University of Hong Kong • 
. 
. 
SURVEY OF THE INVESTMENT 
ENVIRONMENT OF SHENZHEN AND 




Please give a tick to the bracket that best describe your 
company 
1). Wh~re is your company/factory located at 
( ) Shenzhen ( ) Zhunhai 
2). What are the number of employees being employed 
( ) 1 - 50 . () 51 - 100 
( ) 1 01 - 250 ( ) 251 - 500 
( ) over 500 
3). What is the nature of your business 
( ) Steelwork fabrication/manufacturing 
( ) Garment/textile ( ) Electronics/Electrical products 
( ) Ot~ers (Please specify ) 
4). What is the form of investment that your company is using 
( ) Compensation Trade ( ) Equity joint venture 
( ) Wholly owned ( ) Contractual joint . venture 
5). If your answer to Question 4) is Equity joint venture or 
Contractual joint venture, please answer this question as 
well. 
What is the percentage of your company's share 
( ) 1% - 20% ( ) 21% - 49% 
( ) 50% ( ) 51% - 99% 
6). How long is your investment ~lan 
( ) 1 - - 5 years ( ) 6 - 10 years 
( ) 11 - 19 years ( ) 20 - 29 years 
( ) over 30 years 
7). What is the approximate amount of your investment in terms 
of HKD 
8 ) • 
( ) below 500,000.00 ( ) over 500,000.- & below 2,000,000., 
( ) over 2,000,000.- & below 5,000,000.-
( )' over 5,000, 000. - & below 10,000,000.-
( ) over 10,000,000.-














of export that your 
( ) below 10% 
( ) between 30 
( ) between 70 





Please tick those items that you think or feel that are 
appropriate for the questions below 
8). Thereason(s) that your company chose to operate in 
Shenzhen/Zhuhai is/are . because 
( ) abundant supply of labour 
( ) low labour cost 
( ) low larid~cost 
( ) less stringent enviromental controls 
C ) close to the market 
( ) advantages in transporation and communication 
( ) ease of the management from Hong Kong 
( ) favourable investment terms offered by the special 
Economic zones 
( ) availability of skilled labour 
( ) more support from the central/municipal government 
( ) the municipal ·governemtn less bureaucratic 
( ) availability of the raw material for production 
( ) availability of supporting industries 
( ) better infrastructures being built than other places 
( ) more efficient financial system to provide necessary 
services 
( ) others (Please specify 
----------------------------------) 
9). Why did you choose the investment form as specified in 
question 4 
( ) ~fraid that technology being exposed to outsiders 
( ) insufficient working capital . 
( ) avoidance of the interference of the Chinese partner 
( ) want to make use of the Chinese partner in sales/marketing 
( ) want to make use of the Chinese partner in getting more 
favourable investment terms 
( ) insufficient knowledge about the laws in China 
( ) like to maintain the control of the company 
( ) like to retain the right of recruiting/dismissing employees 
( ) reduce influences from the local authorities. 
( ) other (Please specify } 
SECTION C 
Please circle the one that best describe your opinion about 
your company's operation in Shenzhen/Zhuhai 
very 
good good satisfactory fair poor 
10) How about the supply 
of skilled labour 
11) How do you find the labour 
productivity 
12) How do you find the 
abilities of the labour 




13) What is the condition of 
electricity supply 5 
14) How is the availability of 
transportation and 
communication facilities 5 
15) What is the condition of 
other utilites supply 5 
16) How is the production cost 
b~ing saved as compared 
with the cost in Hong Kong 5 
17) How do you find the local 
workers get on with the 
senior staff coming from 
Hong Kong 5 
18) How about the efficiency 
of the municipal government 5 
19) What is the supply of 
accomodation for the staff 
20) What is the extent of suppor~ 
that was received from the 
municipal government 
21) How do you find the 
usefulness of the supporting 
industries 
22) What is your opinion about 




\ s.ystem (e. g. foreign exchang.es, 
. 
. 















3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 1 
3 2 . 1 
3 2 1 
3 2 1 
very 
low low medium 
very 
high high 
23) What is the labour turnover 
rate 
24) What is the degree of 
interferences that your 






3 2 1 
3 2 1 
good good satisfactory fair poor 
25) How do you rate your 
degree of satisfaction with 
regard to your investment 
26) What is your overall comment 
regarding the investment 





27) Please tick the items below that make you feel dissatisfied 
with your investment in Shenzhen/Zhuhai 
( ) low skill labour 
( ) high land cost 
( ) government interferences 
( ) poor quality of output 
( ) problems with the local staff 
( ) unreliable level of output 
( ) government bureacracy 
( ) difficulties in pentrating in local market 
( ) high hidden cost 
( ) foreign exchange balance problem 
( ) lack of adequate legal safeguard 
( ) insufficient transportation facilities 
( ) interferences from the Chinese partner 




Finally, we would like to gather some of your personal information 
for reference. 
1. J08 TITLE: 
----------~~~----------~~~--~-----------------------------2. AGE: ( ) UNDER 25· ( ) 25 - 35 () 36 - 45 
( ) 46 - 55 () over 55 
3. EDUCATION: ( ) SECONDARY ( ) POST-SECONDARY 
( ) UNIVERSITY ( ) POST-GRADUATE 
4. NUMBER OF YEARS WITH THE COMPANY: 








(1) Procedures for Setting Up a Joint-Venture 







1) Hong Kong Monthly Digest of Statistics (1985 - 1990) 
2) Hong Kong Economic Report (No. 2200) 
3) Investment Manual for China (H C Leung, C M Leung -
Chung Lau Publishing Company, Nov 1988) 
4) Asian Finance (Hong Kong) Journal, Vol: 14, ISS: 8, 
Date: 15 August 1988, PP: 52-57, 70 
5) Far Eastern Economic Review (Hong Kong) Journal, Vol: 
144, ISS: 26, Date: 29 June 1989, PP: 52-54 
6) China Business Review Journal, Vol: 15, ISS:5, Date: 
Sep/Oct 1988, PP: 14-20; Vol:13, ISS:4, Date: Jul/Aug 
1986, PP: 43-48 
7) Banker (UK) Journal, Vol: 139, ISS: 763, Date: Sep 
1989, PP: 12-15 
8) International Financial Law Review (HK) Journal, Vcl: 
8, ISS: 8, Date: Aug 1989, PP: 13-15 
9) International Insurance Monitor Journal, Vol: 42, 
ISS: 2, Date: Feb 1988, PP: 4-8 
10) Hong Kong/Guangdong/Shenzhen 
A Successful Business Partnership 
Hong Kong Trade Development Council 
11} Managerial Economics (J L Pappas, M Hirschey - Sixth 
Edition, The Dryden Press) 
12} Waste Disposal Plan for Hong Kong (Planning, 
Environment and Lands Branch, Government Secretariat, 
December 1989) 
13) Ta Kung Pao - 3 December 1990 Press 
14) The West Economic ' Developing District of Zhuhai, 
China (Sanzao ' Administration District of Zhuhai 1989) 
15) Brief Description of Guangzhou Economic and 
16) 
Technology Developing Zone (Administrative Committee 










17) Recent Investment Environments of Guangdong, Fujian 





18) Nigel Campell, China S t ra teg ies , The Inside Story, 
University of Manchester/University of Hong Kong, 
1986, PP: 36-37, 52-65, 103 






22) Business Month Journal f Vol:131, ISS:2, Date: Feb 
1988, PP: 15-16 
23) Far Eastern Economic Review (Hong Kong) Journal f 
Vol:147, ISS:3, Date 18 Jan 1991, PP: 40 
24) China Business Review Journal , Vol:16, ISS:5, Date: 
Sep/Oct 1989, PP: 16-19 
25) Syracuse Journal of In te rna t iona l Law & Commerce f 
Vol:15, ISS:2, Date: Winter 1989, PP: 187-201 
26) China Business Review Journal, Vol:16, ISS:1, Date: 
Jan/Feb 1989, PP: 31-34 
27) Fortune Journal, Vol:119, ISS:5, Date: 27 Feb 1989, 
PP: 95-101 
28) Columbia Journal of World Business, Vol:23, ISS:1, 
Date: Spring 1988, PP:79-90 
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